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ACTION:  Notice  of  intent. 

SUMMARY:  This  Notice  of  Intent  in¬ 
forms  the  public  of  the  intent  to  pro¬ 
pose  regulations  which  will  implement 
modifications  to  the  National  Health 
Service  Corps  Program  made  by  a  recent 
amendment  to  the  Public  Health  Service 
Act.  The  National  Health  Service  Corps 
Program  assigns  physicians,  dentists, 
nurses,  and  other  health  professionals  to 
health  manpower  shortage  areas  in  order 
to  Improve  the  delivery  of  health  serv¬ 
ices  to  these  areas.  Issues  identified  in 
the  Notice  of  Intent  concern  implemen¬ 
tation  and  Interpretation  of  the  law.  The 
public  is  Invited  to  comment  on  the  is¬ 
sues  of  concern  to  them. 

DATES:  Comments  must  be  received  in 
writing  by  July  5,  1977  in  order  to  en¬ 
sure  that  the  Secretary  will  be  able  to 
consider  such  comments  while  prepar¬ 
ing  the  proposed  regulations. 

ADDRESSES:  Comments  must  be  ad¬ 
dressed  to  the  Director,  Division  of  Pol¬ 
icy  Development,  Bureau  of  Community 
Health  Services,  HSA,  PHS,  Department 
of  Health.  Education,  and  Welfare,  Room 
6-17, 5600  Hshers  Lane,  Rockville,  Mary¬ 
land  208S7. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

George  P.  Tolbert,  MJ3.,  Director,  Na¬ 
tional  Health  Service  Corps.  Bureau 
of  Community  Health  Services,  HSA, 
PHS,  Department  of  Health.  Educa¬ 
tion,  and  Welfare.  Room  6-05,  5600 
Fishers  Lane,  Rockville,  Maryland 
20857,  301-443-4434. 

SUPPLEMENTARY  INFORMATION: 
Section  407(b)  (3)  of  Public  Law  94-484, 
the  “Health  Professions  Educational  As¬ 
sistance  Act  of  1976,”  amends,  effective 
October  1,  1977,  the  Natiom^  Health 
Service  Corps  portion  of  the  Public 
Health  Service  Act.  by  repealing  the 
present  authority  and  adding  a  new  Sub¬ 
part  n — ^National  Health  Service  Corps 
Program  to  Part  C,  Title  HI,  of  the  Pub¬ 
lic  Health  Service  Act. 

The  National  Health  Service  Corps 
program,  begun  in  1972,  is  designed  to 
improve  the  delivery  of  health  services 
in  health  manpower  shortage  areas 
through  the  assignment  to  such  areas  ot 
members  of  the  Corps  (physicians,  den¬ 
tists,  nurses,  and  other  health  profes¬ 
sionals)  . 

Ihe  Notice  of  Intent  identifies  the 
major  issues  raised  by  the  new  statutory 
provisions.  Alternative  criteria  and 
procedvires  for .  implementing  the  pro¬ 
gram  are  presented  for  the  public’s 
comments.  The  major  Issues  identified 
in  this  Notice  include  the  criteria  to 
be  used  by  the  Secretary  in  assigning  a 


Corps  member  to  a  health  manpower 
shortage  area;  the  standards  for  de¬ 
termining  whether  to  allow  a  waiver  to 
an  entity  for  repasmient  to  the  Federal 
Government  of  both  (1)  the  costs  of  as¬ 
signing  Corps  members  to  Uie  shortage 
area,  and  (2)  any  loan;  the  criteria  and 
procedures  for  withholding  eligibility  for 
a  hospital  to  receive  Federal  fimds  under 
the  Public  Health  Service  Act  and  im- 
der  Titles  XVm  and  XIX  of  the  Social 
Security  Act  if  the  hospital  denies  ad¬ 
mitting  privileges  to  a  qualified  phy¬ 
sician  or  dentist  of  the  Corps;  the 
criteria  and  procedures  for  determin¬ 
ing  whether  to  sell  equipment  purchased 
with  Federal  funds  to  an  entity  when 
Corps  members  have  c<»npleted  their  as¬ 
signment  in  a  health  manpower  short¬ 
age  area;  and  the  criteria  for  making 
a  grant  to  assist  a  former  Corps  mem¬ 
ber  to  establish  a  private  practice  in  a 
shortage  area. 

PV>llowing  are  the  major  issues  identi¬ 
fied  by  the  Secretary. 

Assignment  of  Corps  Personnel 

1.  Section  333  of  the  Act  states  that 
the  Secretary  may  assign  members  of 
the  Corps  to  provide  health  services  in 
or  to  a  health  manpower  shortage  area 
(whidi  can  Include  a  population  group 
or  facility  designated  as  a  shortage 
area).  Assignment  may  be  made  only 
after  receipt  and  approval  of  an  appli¬ 
cation  submitted  by  a  public  or  private 
ncmprofit  entity  located  in  Ihe  short¬ 
age  area  or  having  a  demonstrated  in¬ 
terest  in  the  area. 

Assignments  are  to  be  made  in  accord¬ 
ance  with  a  number  of  stipulations  in 
the  statute  which  cover  priority  for  areas 
with  the  greatest  health  manpower 
shortage;  special  consideration  for  en¬ 
tities  using  physician  assistants,  nurse 
practitioners,  and  expanded  function 
dental  auxiliaries;  consideration  for 
c(Hnmunity  assistance  and  cooperation; 
and  consideration  of  comments  from 
apprcHirtate  health  professional  societies. 
Thus,  the  statute  requires  that  a 
"priority,”  a  “special  consideration,” 
and  two  “considerations”  come  into  play 
when  making  assignments  of  Corps 
personnel.  In  carrying  out  this  provi¬ 
sion,  assignments  could  be  made  by  us¬ 
ing  several  different  methods.  One  meth¬ 
od  of  implementation  would  be  to  pro¬ 
ceed  successively  to  utilize  the  “priority” 
for  areas  with  the  greatest  shortage  of 
health  manpower  as  the  first  determina¬ 
tive  for  making  assignments.  Only  when 
two  or  more  areas,  competing  for  assign¬ 
ment  of  a  Corps  member,  have  an 
equivalent  shortage  of  health  manpower 
would  determinations  be  made  on  the 
basis  of  the  "special  consideration”  re¬ 
garding  the  use  of  physician  assistants, 
nurse  practitioners,  and  expanded  fimc- 
tlon  dental  auxiliaries.  Then,  only  if 
competing  areas  have  equivalent  short¬ 
ages  of  health  manpower  and  all  the 
areas  utilized  physician  assistants,  nurse 
practitioners,  or  dental  auxiliaries  would 
determination  be  made  on  the  basis  of 
the  first  "consideration” — and  so  oo 
\mtil  the  second  "consideration”  (Le., 
regarding  comments  from  professional 


societies)  infiuenced  the  assignment  of 
perscmnel. 

Another  method  would  be  to  assign 
weights  to  the  “priority,”  the  “special 
ccmslderatlon,”  and  the  “ccmsldera- 
tions.”  All  factors  would  be  Involved  in 
making  determinations  about  assign¬ 
ments  but  would  be  afforded  various 
weights;  for  example,  the  “priority" 
could  be  given  a  weight  of  60,  the  “spe¬ 
cial  consideration"  could  be  given  a 
weight  of  20,  and  the  two  “considera¬ 
tions”  could  each  be  given  a  weight  of  10. 

The  preceding  are  merely  for  the  pur¬ 
pose  of  illustration  and  should  not  be 
regarded  as  showing  any  preference  or 
predisposition  on  the  part  of  the  Depart¬ 
ment.  Many  other  means  could  be  de¬ 
vised  for  determining  the  assignment 
of  Corps  members  to  particular  areas 
according  to  the  “priori^,”  “special  con¬ 
sideration.”  and  “considerations”  speci¬ 
fied  in  the  statute.  Recommendations  on 
how  assignments  shoiUd  be  made  in  ac¬ 
cordance  with  the  statute  are  welcome. 

After  taking  into  account  the  statu¬ 
tory  priority  and  considerations,  the  Sec¬ 
retary  may  have  to  decide  among  entitles 
competing  to  serve  an  area.  The  Sec¬ 
retary  may  have  to  determine  whether 
an  entity  actually  located  in  the  short¬ 
age  area  should  receive  consideration 
over  one  that  is  not  located  in  the  short¬ 
age  area  but  has  a  demonstrated  interest 
in  the  area;  whether  first  consideration 
should  be  given  to  an  entity  that  has 
actually  shown  (by  viable  projects,  for 
example)  an  active  Interest  in  the  area; 
or  whether  the  two  entities  should  be  on 
a  par  for  c(msideration.  Recommenda- 
tlcois  on  this  matter  would  be  welcome. 

2.  Section  333  of  the  Act  provides  that 
where  an  entity  has  previously  had  a 
Corps  member  assigned  to  it  the  Secre¬ 
tary  may  reassign  Corps  mmbers  only 
after  he  has  made  an  evaluation  and 
determined  that: 

(I)  There  le  continued  need  for  health 
manpower  for  the  area; 

(II)  There  has  been^ appropriate  and  ef¬ 
ficient  use  of  Corps  members  previously  as¬ 
signed  to  the  entity  for  the  area; 

(UI)  There  Is  general  community  support 
for  the  assignment  of  Corps  members  to  the 
entity; 

(IV)  The  area  has  made  continued  efforts 
to  secure  health  manpower  for  the  area; 
and 

(V)  There  has  been  sound  fiscal  manage¬ 
ment,  Including  eflUcient  collection  of  fee- 
for-servlce,  third-party,  anf  other  appro¬ 
priate  fxmds,  by  the  entity  with  respect  to 
Corps  members  previously  assigned  to  such 
entity. 

Suggestions  are  solicited  on  the  criteria 
to  be  utilized  by  the  Secretary  in  making 
these  required  determinations.  Regard¬ 
ing  point  (I) ,  it  appears  that  determina¬ 
tion  of  "continued  need”  should  be  based 
on  the  same  criteria  that  apply  to  des¬ 
ignating  health  manpower  shortage 
areas  imder  Pub.  L.  94-484.  Point  (ID, 
the  “Impropriate  and  efficient  use  of 
Corps  personnel,”  is  very  difficult  to 
measure,  and  suggestions  for  evaluation 
measures,  such  as  number  of  patient 
visits  and  encounteis,  would  be  helpful. 
With  respect  to  point  (in)  on  "commu¬ 
nity  support,”  there  appear  to  be  many 
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approaches  for  determining  if  such  sup¬ 
port  exists.  e.g..  has  the  community  made 
availaUe  a  suitable  building  fmr  use  as 
a  health  care  facility,  or  is  there  housing 
available  for  Corps  personnel.  On  point 
(IV) ,  whether  “the  area  has  made  con¬ 
tinue  efforts  to  secure  health  man¬ 
power"  as  a  replacement  for  previously 
assigned  personnel,  an  assessment  could 
be  made  of  a  community’s  efforts,  such 
as;  advertising  in  aivropriate  publica¬ 
tions,  recruiting  at  medical  schools  and 
other  training  facilities,  and  retaining 
the  services  of  health  manpower  search 
agencies.  On  point  (V) ,  “sound  fiscal 
management,"  should  the  proposed 
means  of  assessing  sound  fiscal  manage¬ 
ment  as  stated  in  the  “CPA  Audit  Guide¬ 
lines  of  the  DHEW  Audit  Agency”  and 
in  “Standards  for  Audits  of  Govern¬ 
mental  Organizations,  Program  Activi¬ 
ties  and  P^inctions”  be  used,  or  should 
othpr  means  be  developed?  These  publi¬ 
cations  are  available  through  the  Re¬ 
gional  Administrators  of  the  Regional 
Offices  of  the  Department  of  Health, 
Education,  and  Welfare  at  the  addresses 
set  forth  at  45  CFR  5.31  (b). 

Matching  or  Corps  Assignees  to  Areas 

Under  section  333(e).  the  Secretary  is 
directed  to  assign  to  ap  area  a  Corps 
member  and  spouse,  if  any,  who  have 
characteristics  which  increase  the  prob¬ 
ability  of  their  remaining  in  the  area 
upon  completion  of  the  assignment.  The 
process  of  matching  professionals  to 
areas  presently  used  by  the  NHSC  in¬ 
volves  (1)  gathering  information  about 
the  characteristics  of  areas  in  need,  (2) 
having  Coips  members  and  spouses  com¬ 
plete  questionnaires  about  their  back¬ 
grounds  and  personal  preferences  re¬ 
garding  the  characteristics  desired  of 
an  area  in  which  they  prefer  to  work 
and  reside,  and  (3)  matching  as  closely 
as  possible  the  Corps  members  and 
spouses  to  areas  which  meet  their  pref¬ 
erences.  Information  given  to  a  prospec¬ 
tive  assignee  about  an  area  could  include 
the  number  and  specialties  of  physicians 
and  medical  facilities  in  that  area;  size 
of  the  medical  practice  and  commimity 
where  an  assignee  would  be  working; 
climate  of  the  region;  and  the  cultural, 
social,  and  sport  activities  available.  A 
Corps  member  and  q)Ouse  usually  will 
have  several  potentially  acceptable  .areas 
fr<xn  which  to  make  a  selection,  and  a 
visit  to  one  area  at  Government  expense 
is  permitted  by  law. 

Recommendations  are  solicited  on  the 
other  methods  of  matching  Corps  mem¬ 
bers  and  spouses  to  areas,  and  on  ways 
to  improve  the  currently  used  method. 

Technical  Assistance  to  Shortage  Areas 

Section  333(f)(3)  requires  that  the 
Secretary  provide  to  health  manpower 
shortage  areas  to  which  Corps  members 
have  not  been  assigned  (1)  technical  as¬ 
sistance  to  assist  in  their  recruitment  of 
health  manpower,  and  (2)  current  infor¬ 
mation  on  public  and  private  programs 
which  offer  assistance  in  the  securing  of 
health  manpower.  Recommendations  are 
solicited  fixHn  the  public  regarding  tech¬ 
nical  assistance  and  Information  which 


would  be  the  most  helpful  and  effective 
for  areas  wishing  to  recruit  and  secure 
health  manpower. 

Cost  Sharing 

1.  Section  334  requires  an  entity  to 
which  a  member  of  the  NHSC  has  been 
assigned  to  repay  to  the  United  States 
each  quarter  (or  other  period  specified  by 
the  Secretary)  the  portion  of  the  salary 
and  allowances  received  by  such  assignee 
during  such  period.  Where  an  assignee 
has  received  a  scholarship  under  the 
scholarship  program,  the  entity  is  re¬ 
quired  by  the  statute  to  also  repay  the 
amoimt  of  the  scholarship  in  proportion 
to  the  length  of  obligated  service  and 
actual  service  at  such  site  by  the  assignee 
during  such  period.  Finally,  the  entity 
is  required  by  statute  to  repay  the 
amoimt  of  any  loan  received  by  the  entity 
under  section  335(c). 

It  appears  that  the  statute  requires  a 
site  to  i%pay  on  the  basis  of  exact  cal¬ 
culations  with  regard  to  the  assignee’s 
salary,  allowances,  and  any  scholarship 
aid  received.  (Under  existing  procedures 
repa3rment  is  based  on  average  costs  of 
assignees.)  ’The  public’s  views  are  re¬ 
quested  on  how  the  Department  should 
carry  out  the  requirement  in  a  practical 
and  equitable  manner.  If  sites  are  to  pay 
for  assignees  on  the  basis  of  actual  costs, 
rather  than  average  costs,  some  sites  will 
be  required  to  repay  a  greater  amount 
than  others  depending,  for  example,  on 
whether  the  assignees  received  s^olar- 
ship  aid. 

2.  Under  section  334(b)(1)  the  Secre¬ 
tary  may  waive,  in  whole  or  in  part,  im¬ 
plication  of  the  requirement  for  reim¬ 
bursement  of  the  costs  of  a  Conis  as¬ 
signee’s  salary  and  allowances,  medical 
scholarship  cost,  and  loan  made  to  an 
entity  if  it  is  determined  the  entity  is 
financially  unable  to  meet  the  reimburse¬ 
ment  requirement  or  that  the  reimburse- 
mmt  provisions  would  unreasonably 
limit  the  ability  of  the  entity  to  provide 
adequate  support  for  the  provision  of 
health  services  by  Corps  members. 

Following  are  examples  of  possible  fac¬ 
tors  which  the  Secretary  will  consider 
using  to  determine  the  entity’s  ability 
to  reimburse: 

The  present  and  projected  costs  neces- 
say  to  maintain  the  quality  and  level  of 
health  services  by  assigned  personnel, 
and  the  present  and  projected  Income 
and  other  financial  resources  (such  as 
contributions)  available  to  meet  such 
costs; 

The  extent  of  efforts  to  collect  pay¬ 
ments  and  third-piuty  reimbursements; 

The  degree  to  which  the  established 
fees  are  designed  to  cover  the  reasonable 
costs  of  operation;  and 

The  efficiency  of  management  and  the 
use  of  cost-saving  mechanisms. 

3.  Under  section  3S4(b)  (2)  the  Secre¬ 
tary  may  also  waive  reimbursement  in 
whcde  or  in  part  for  entitles  located  in 
health  manpower  shortage  areas  that 
have  a  significant  percentage  of  the 
population  living  in  poverty,  or  who  are 
elderly;  or  that  have  other  character¬ 
istics  which  indicate  to  the  Secretary  the 
Inability  to  meet  in  whole  or  in  part  the 


reimbursement  provisions.  ’This  may 
permit  a  waiver  <m  the  basis  of  p<H>ula- 
tion  served  prior  to  determining  that  the 
entity  is  not.  in  fact,  able  to  repay  all  or 
part  of  the  required  reimbursement.  It 
is  proposed  to  use  the  Community  Serv¬ 
ices  Administration  (CSA)  Income 
Poverty  Guidelines  (45  CFR  1060.2)  for 
determining  if  persons  are  living  in 
poverty  (e.g..  $5,500  per  annum  for  a 
nonfarm  family  of  four)  and  to  consider 
as  elderly  those  65  years  and  older.  What 
constitutes  a  “significant  percentage”  of 
the  populaticm  is  difficult  to  determine. 
One  way  would  be  to  rank  all  counties  by 
the  above  factors  and  establish  the  lower 
boundary  of  the  top  quartlle  of  those 
counties  having  the  greatest  number  of 
persons  living  in  poverty,  and  persons 
who  are  elderly,  as  the  significant  per¬ 
centage  cutoff  in  Judging  whether  to 
grant  a  waiver.  Service  areas  meeting 
any  cutoffs  established  will  not  auto¬ 
matically  be  entitled  to  a  waiver;  the 
granting  of  a  waiver  will  remain  optional 
and  be  made  only  after  a  review  of  any 
site’s  resources  and  potential  ability  to 
reimbursement  the  Government.  Waivers 
will  be  time  limited  and  will  be  monitco'ed 
to  insure  that  the  need  for  the  waiver 
continues.  Suggestions  are  needed  for 
procedures  to  use  in  determining 
whether  an  entity  is  unable  to  fully 
reimburse  the  Government  because  of 
the  significant  percentage  of  elederly 
and  persons  in  poverty  living  in  the  area 
served  by  the  entity. 

Suggestions  are  also  invited  regarding 
identification  of  other  characteristics 
having  impact  on  the  ability  of  an  entity 
to  meet  reimbursement  requirements, 
such  as  the  imique  working  conditions  of 
migratory  agricultural  workers. 

4.  Under  section  334(c)  of  the  Act.  if 
there  are  any  funds  collected  in  excess 
of  the  amount  paid  to  the  United  States, 
such  funds  must  be  used  by  the  entity  to 
expand  and  improve  the  provision  of 
health  services  to  the  shortage  area  or  to 
recruit  or  retain  health  manpower  for 
such  area.  Also,  if  reimbursnnent  is 
fully  or  partially  waived,  all  the  funds 
collated  for  the  provisimi  of  health 
services  by  Corps  members  assigned  to 
the  entity  shall  be  used  to  Improve  the 
capability  of  the  entity  to  deliver  health 
services.  Standards  or  criteria  must  be 
developed  to  determine  what  is  meant  by 
expansion  or  improvement  In  this  c(m- 
text,  and  what  limitations  should  be 
imposed.  Comments  on  the  matter  are 
so  solicited. 

5.  Under  section  334(d)  of  the  Act,  any 
persons  receiving  health  services  ^ven 
by  Corps  members  shall  be  charged  on 
the  basis  of  a  fee-for-service  mr  other 
basis,  at  a  rate  approved  by  the  Secre¬ 
tary,  pursuant  to  regulati<»s.  No  per¬ 
sons.  however,  may  be  denied  services 
because  of  inability  to  pay,  and  the 
Secretary  must  provide  for  the  furnish¬ 
ing  of  services  at  a  reduced  rate  or  with¬ 
out  charge.  It  does  not  appear  appro¬ 
priate  to  set  out  approvable  rates  In 
regulations  as  they  may  vary  from  area 
to  area  and  change  from  time  to  time. 
On  the  other  hand,  it  seems  appropriate 
that  the  regulations  require  entitles  to 
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establish  fee  schedules  and  discounts 
and  have  them  approved  by  the  Secre¬ 
tary. 

Entities  can  establish  fee  schedules  In 
several  ways.  Under  other  programs.  It 
has  been  determined  that  persons  with 
Incomes  below  the  CSA  Income  Poverty 
Guidelines  are  unable  to  pay  other  than 
nominal  fees,  and  it  has  also  been  deter¬ 
mined  that  those  persons  with  Incomes 
twice  as  great  as  the  poverty  level  in¬ 
come  should  be  required  to  pay  full  cost 
for  services  received.  One  way  of  estab¬ 
lishing  fee  schedules  would  be  to  have 
the  entitles  use  the  Medicare  prevailing 
charges  as  a  guide.  Suggestions  and  rec- 
mnmendatlons  concerning  the  develcg)- 
ment  of  regulations  to  implement  the  fee 
schedule  provisions  are  solicited. 

AsicrrrzirB  Privilsges 

In  section  335  there  Is  a  unique  provl- 
rikxi  regarding  admitting  privileges  for 
aiithoiized  physician  or  dentist  members 
of  the  Corps.  The  provlslcm  states: 

(•)(!)  (A)  It  ihaU  be  unlawful  for  any 
hospital  to  deny  an  autborizad  phyalclan  or 
dentist  member  of  the  Corps  admitting  priv¬ 
ileges  when  inch  Corps  member  otherwise 
meets  the  professional  qxiaUflcstlons  estab¬ 
lish  by  the  hospital  for  granting  such  privi¬ 
leges  and  agrees  to  abide  by  the  published 
bylaws  of  the  hoq>ltal  and  the  puMtrtted  by- 
lenss.  rules,  and  regulathms  of  Its  metHtaJ 
staff. 

(B)  Any  hospital  which  la  found  by  the 
Secretary,  after  notice  and  an  K^portunlty  lor 
a  bearing  on  the  record,  to  have  violated  this 
subsection  shall  upon  inch  finding  cease, 
for  a  period  to  be  determined  by  the  Secre¬ 
tary,  to  receive  and  to  be  eligible  to  ree^ve 
any  Federal  funds  under  this  Act  or  under 
Titles  xvni  or  XIX  of  the  Social  Oecui'lty 
Act. 

(2)  For  purposes  of  this  subsection,  the 
term  "hospital”  Includes  a  State  or  local  pub¬ 
lic  hospital,  a  private  profit  hospital,  a  pri¬ 
vate  nonprofit  hospltat.  a  general  or  special 
hospital,  and  any  other  type  of  hospital  (sk- 
rfiitWT\g  a  hospital  owned  or  operated  by  an 
agency  of  the  Federal  Government),  and  any 
related  facilities. 

Public  comment  Is  solicited  on  tibe 
questions  of  tbe  timing  of  the  notice  of 
vMstlon  and  the  opportunity  for  a  hear¬ 
ing.  These  Items  are  not  specified  tn  ttie 
statute  nor  are  there  any  standards  for 
determining  the  length  of  suspension  for 
vMatlons.  In  addition,  public  comment  is 
si^lelted  concerning  the  definition  of  the 
term  "any  related  facility”  as  used  In  the 
definition  of  "hospital”  quoted  above. 

Right  To  PaacTicz 

Section  333(h)  states  that,  notwith¬ 
standing  any  other  law.  any  Corps  mem¬ 
ber  licensed  to  practice  medicine,  oste- 
opa^y,  or  dentistry  In  any  State  ^all, 
while  serving  in  tlie  Corps,  be  allowed 
to  practice  such  profession  In  any  State. 
Cbrnments  on  the  manner  In  which  the 
provMon  diould  be  utilized,  or  recom- 
aaended  restrictions  on  its  use,  will  be 
appreciated. 

&UA  cm  Ewhpment 

I^pen  the  expiration  of  the  assignment 
of  an  corps  members  to  a  shortage  area, 
aecClon  335(d)  providca  that  the  aecre- 
tary  mmm  (notwithatandlng  anr  other 


provision  of  law)  sell,  to  any  iqspropriate 
local  entity,  equipment  and  other  prop¬ 
erty  of  the  United  States  utilized  by  such 
members  in  providing  health  services. 
Sales  must  be  made  at  the  fair  market 
value  (as  determined  by  the  Secretary) ; 
exc^t  that  the  Secretary  may  make  such 
sales  tor  a  lesser  value  to  an  approinlate 
local  entity  if  he  determines  that  the 
entity  is  financially  unable  to  pay  the 
f;ill  market  value. 

In  determining  whether  to  make  such 
sale.  It  is  proposed  that  the  Secretary 
consider  the  extent  of  the  need  of  the 
Department  for  such  equipment  and 
other  property  in  another  shortage  area, 
and  the  proposed  use  by  the  entity  of  the 
equipment  and  other  property.  In  addi¬ 
tion,  the  Secretary  is  considering  adding 
a  requirement  that  an  entity  udiich  re¬ 
ceived  equipment  or  other  property  at 
less  than  fair  market  value  must  provide 
reasonable  assurance  satisfactory  to  him 
that  the  equipment  or  other  pre^erty  will 
be  used  by  the  designated  entity  for  its 
estimated  useful  life  in  providing  health 
care  and  services  to  individuals  in  the 
health  manpower  shortage  area  served  by 
the  entity. 

It  is  also  proposed  that  the  Secretary 
will  determine  whether  an  entity  Is  fi¬ 
nancially  unable  to  purchase  equipment 
or  other  property  at  fair  maricet  value 
based  upon  coutideration  of  the  entt^r^ 
present  financial  resources  available  to 
purchase  the  equipment  or  other  prop¬ 
erty  in  light  of  its  curr^t  assets  wrwi 
liabilities,  and  the  entity’s  ability  to  ob¬ 
tain  the  funds  necessary  to  purchase  the 
equipment  or  other  property  as  evidenced 
by  documentation  provided  by  the  desig¬ 
nated  entity  of  the  steps  It  has  taken  to 
obtain  such  funds.  Such  steps  might  In¬ 
clude  ccunmunlty  fund-rairing  activities, 
seeking  of  loans  from  both  isntttng  en¬ 
titles  and  private  Individuals,  study  of 
the  possibility  of  increasing  the  fee 
schedule,  and  increasing  ^Bdency  wnd 
reducing  operating  costs. 

Comments  will  be  appreciated  oevtbe 
appropriateness  of  these  criteria  for  de^ 
termlning  whether  an  entity  Is  imahu  to 
purchase  such  property  at  fair  market 
value. 

Loans  to  Entities 

Section  335(c>  provides  that  the  Scc- 
cretary  may  make  one  loan  of  up  to 
$50,000  to  an  entity  with  an  approved 
aiqUtcation  to  assist  in  meeting  the  costs 
of  the  following: 

(1)  Est(U)lishlng  medical,  dental,  or  other 
health  proteslonal  prwetiess,  indwdliig  the 
developosent  of  msdlcal  practice  mamge- 
meat  systems; 

(2)  Acquiring  equlpmmt  lor  use  in  pro¬ 
viding  health  services; 

(3)  Renovating  buildings  to  establish 
health  facilities;  end 

(4)  EstaWlslilag  appropriate  conttniring 
ediiciatlQn  progsasna. 

The  Deimrtnxent  Is  studying  the  ques¬ 
tion  of  whether  or  not  Interest  should 
be  charged  on  loans  and  what  tiie  In¬ 
terest  rate  should  be,  if  any.  Suggestions 
ace  requested  on  this  matter. 

The  new  loan  authority  rexdacea  tibe 
somewhat  broader  authority  under  sub¬ 


section  329(d)  (2)  of  the  previous  legisla¬ 
tion  to  make  one  grant  to  an  entity  for 
up  to  $25,000  for  development  of  medical 
practice  management  systems,  acquir¬ 
ing  supplies  and  equipment,  and  for 
other  expenses  relat^  to  the  provision 
of  health  services. 

It  is  suggested  to  establish  the  follow¬ 
ing  as  permissible  costs  for  which  such 
loans  may  be  utilized: 

(1)  The  costs  of  establishing  medical, 
dental,  and  other  health  professional 
practice  management  systems  for  C^orps 
personnel,  including  the  cost  of  ancil¬ 
lary  personnel  such  as  receptionists  and 
bookkeepers,  the  cost  of  obtaining  as¬ 
sistance  on  the  methods  of  jneparlng  and 
using  medical  and  fiscal  records,  and 
the  costs  of  billing  and  collection; 

(2)  The  cost  of  acquiring  equipment 
for  use  in  providing  h^th  services; 

(3)  Renovating  buildings  in  which  to 
estaUlsh  health  facilities; 

(4>  Payment  for  primary  and  support 
staff  during  developmental  and  Initial 
stages  of  operation;  and 

(5)  The  continuing  professional  edu¬ 
cation  of  Corps  petEoonfiL 

This  list  of  permissible  costs  Is  based 
uixm  the  permissible  costs  imder  the 
grant  program  and  is  revised  to  account 
for  tile  statutory  changes  made  in  the 
program  under  tiie  new  legislation. 

Becommendations  are  soUetted  on  the 
conditions  under  which  the  provision  for 
loans  slloukl  be  Implemented. 

Competitive  Pay  For  Corps 
Assigrees 

Under  section  331(d)  the  Secretary 
hat  the  ortion  to  Increase  the  monthly 
pay  and  allowances  of  a  Corps  assignee 
engaged  in  the  delivery  of  health  serv¬ 
ices  up  to  a  maximum  of  $1,000  per 
URonth  for  the  first  36  months  of  the 
Cmrpamax-’s  assignment.  The  provision  is 
designed  to  provide  monthly  income  to 
assignees  which  la  competitive  with  the 
Income  of  professionals  witii  equivalent 
training  and  eaqiertenee.  If  additional 
compensation  is  given,  the  sites  will  be 
required  tc  reimburse  the  Government 
on  the  basis  of  inch  increased  salary. 
The  Department  soUcits  recommenda¬ 
tions  irith  regard  to  the  preparation  of 
regnlations  to  cover  this  subject. 

Grants  To  Establish  Private  Practicb 

To  aid  in  the  estaiditiunent  of  a  private 
practice  h*  a  ahmrtage  area,  the  Secretary 
may,  under  section  755,  make  one  grant 
to  an  individual  who  has  completed  the 
period  of  obligated  service  in  the  Corps 
and  who  has  agreed  in  writing  to  observe 
the  conditiODB  set  forth  In  section  753. 
The  amount  of  the  grant  shall  be  $12,500 
for  practicing  at  least  1  year,  but  less 
than  2,  or  $25,00$  if  the  individual  agrees 
to  praetiee  for  a  period  at  at  least  2  years. 
If  the  grant  Is  accepted  but  the  agree¬ 
ment  li  lueaehed,  the  Uhlted  States  shall 
be  entitled  to  recover  friun  the  Individual, 
in  accordance  with  the  formula  stated  in 
section  754,  triple  i^iayflMBt  In  rdation 
ta  time  served  seal  the  oMlptted  services. 

PHbMe  comsaent  ii  invited  on  imple- 
mentation  of  the  sbove. 
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Private  Practice 

Section  753  of  the  statute  provides  that 
an  Individual  may  be  released  from  all  or 
part  of  a  Corps  service  obligation  If  he 
applies  for  a  release  and  subsequently 
enters  into  a  written  agreement  with  the 
Secretary  that  he  will  engage  in  full-time 
private  clinical  practice,  for  a  period 
equal  to  the  remaining  period  of  his  serv¬ 
ice  obligation,  in  the  health  manpower 
shortage  area  where  he  has  been  as¬ 
signed  or  in  a  shortage  area  which  has  a 
priority  for  the  assignment  of  Corps 
members.  This  provision  applies  only  to 
recipients  of  scholarships  under  the  new 
scholarship  program  established  under 
Pub.  L.  94-484.  The  shortage  area  must 


have  a  sufficient  financial  base  to  sustain 
such  private  practice  and  to  provide  the 
individual  with  an  income  equal  to  the 
income  received  as  a  member  of  the 
Corps. 

During  the  period  of  private  practice, 
the  physician  providing  health  services 
in  connection  with  his  practice  must 
charge  for  such  services  at  the  usual  and 
customary  rate  prevailing  in  the  area.  If, 
however,  the  patient  is  unable  to  pay  the 
charges,  such  patient  shall  be  charged  at 
a  reduced  rate  or  not  charged  any  fee. 
Further,  there  must  be  no  discrimination 
against  any  person  on  the  basis  of  abil¬ 
ity  to  pay  or  because  paymoit  for  the 
health  services  will  be  made  under  Title 


XVIII  of  the  Social  Security  Act  or  un¬ 
der  a  State  plan  covered  by  Title  XIX 
of  the  Act.  Recommendations  are  soUc- 
ited  with  respect  to  developing  standards 
to  judge  whether  an  area  has  sufficient 
financial  base  to  support  a  private  prac¬ 
tice. 

Dated:  March  10,  1977. 

James  F.  Dickson, 

Acting  Assistant 
Secretary  for  Health. 

Approved:  May  11, 1977. 

Joseph  A.  Calitano,  Jr., 

Secretary. 
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